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Mr. Gregory Cooke

Assistant Division Chief

Network Services Division

Federal Communications Commission
445 12" Street SW, 6™ Floor
Washington, DC 20554

RE: Provision of Directory Listing Information; CC Dkt. No. 99-273

em———————

Dear Mr. Cooke:

Attached 1s information about the Directory Assistance Market that Qwest agreed to provide
vou. During a joint ex parte session with Verizon, SBC and BellSouth, on March 12, 2001,
Clark Conniff, from Qwest, discussed a study by Frost & Sullivan on the Local Directory
Assistance Services Market. Mr. Conniff agreed to provide you with the relevant
information from that study that was referenced in the meeting; that information is attached.

Please call me if you have any further questions or need additional information.

S[f/{/lwdéju & Novman

Attachments




Source: Frost & Sullivan

Locar DIRECTORY ASSISTANCE SERVICES MARKET

Call Volume and Revenue Forecasts (1996-2006)

REVENUE FORECASTS

Figure 13 shows the revenue forecast for local dircctory assistance services.

Local directory services revenues include monies received by the service providers for the use
of local directory assistance by rhe rerail wireline business and residential customers. These
revenues include call completion revenues as well. It is to be noted here that these revenues
do not include any monies generated from the provision of pavphone DA services. Local
directory assistance can be obtained through either the incumbent local carriers or the inter-
exchange carriers. Whereas the incumbenr carriers typically offer monthly call allowances
{number of free local DA calls), the interexchange carriers, on the other hand, do not offer
any LDA call allowances. Also, the prices for local DA vary largely among these two types of
carriers. The previous section on pricing strategies provides a detailed discussion of the

various pricing models prevalent in the directory assistance marker(s).
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Wircline Local Direcrory Assistance Services Market: Revenue Forecasts (U8, 1996-2006

Revenue

Revenues Growth Rate
Year (S Billion) (%)
r)on o - S 1.8 o _
tagT 191 3.2
19N 1.98 3.6
I .06 3.9
Hslety B A 2.8
2001 207 1.3
100 .21 1.9
1003 1.2 1.8
2004 2.22 (1.4)
2005 215 (2.8)
2006 1.0y (2.9)

o/

Compound Annual Growth Rate (1999-2006): 0.2%

Note: All figures are rounded; the base year is 1999. Source: Frost & Sullivan

As is indicative from the revenue growth rate in the figure above, the local DA market is
increasingly moving towards maturity. This marker which generated $2.06 billion in reve-
nues in 1999, is expected to realize a compound annual growth rate of 0.2 percent over the

forecast period which indicates thar the market will remain flatr between 1999 through 2006.

At the retatl level, local DA marker will continue to move towards marker maturity. The
rising prices for local DA and the growing competition from print dircctories will keep the
market from experiencing an increase in usage. In addition, the rise in Internet and wireless
penetration will further lead to reduced usage of wireline local directory services in the
future. Ir is expected that the reduction in call allowances ar the local level will lead to an
increase in revenues during the iniual phase of the forecast. On the whole, however, this
increase 1s unlikely to reverse the local DA product life cycle. The revenue growth rate is
projected to negarively spiral in the vear 2004 as the steady decline in volume offsets the

impact of increasing prices.,

From a price clasticity point, the rate increases for LDA coupled with the elimination of call
allowances will evenrtually force end users to turn to alternative mediums of information such

de priccandg lnicracr DAC Ao, the strong growth of the wircless sector will further push

t

wirehine local directory assistance toward marker decline.
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DEMAND ANALYSITS
Frgure 14 presents the volume torecasts for LDA.
Froure 14

Wireline Local Directory Assistance Services Marker: Call Volume Forecases (U.S.),

19UG-20006

Call Volume Growth Rate
Year (Billion) (%)
Lgua 4.91 ---
royT 499 s
1998 4.89 (2.0)
1999 4.70 (3.8}
2000 4.50 (4.2)
2001 4.30 (4.6)
1z02 4.09 {4.7)
2003 3.90 (4.8)
2004 3.71 (4.7)
1005 3.54 (4.8)
1066 3.36 (4-9)

Compound Annual Growth Rate (1999-2006): (4.7}%

Note: All figures are rounded; the base year is 1999. Source: Frost ¢ Sullivan

The volume for local DA is reflective of the total number of LDA calls at the retail level.
These volumes do not include any requests for local DA derived from the use of IXC related

DA services such as Q07 INFO or the 1+NPA-555-1212 services. Pavphone and wireless

volumes are not included here.

As previously stated, an attrition of volume is anticipated from the I[LECs to the interex-
change carriers. The higher prices for local DA while contributing toward greater
profitability will restrain the volumes from increasing. In addition, the strong presence of
print DA and the increasing wireless usage will further result in a decline in local DA volume.
Finaly. the use of NDA products such as 10-10-9000 to obrain local listings will further lead
to a decline in traditional local DA usage (411 or s55-12712). It is estimated thart the local DA
volume will decline from 4.7 billion calls {including paid calls and call allowances) in 1999

to 3.36 billion calls in 2006.
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Calb Volume and Revenue Forccasis 11906 2006}
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Frore o shows the revenue torecan ton manomal direcrony aasistance serveces, The national
DA revenues wclude all momes seceved by the service providers for the ase of 1+ NPA 555
v dong divtance divecrory asostance and single nomber NDA services such as 10 1o-9000
Bvothe o cod uvens Furthonmore, these revenee abso nclode manmies sencraed Trom the
provision o cad complenron servicess Althouel g bulk of NIV services bundle catl comple-
tron charpes wirhin the price of the hsompisnd, the e NPA- 555102102 DA services sull otfer call
completion services as an opuional feature tor an addivional charge. These revenues do not
melude anv pavphone DA revennes. Moreover, the revenues do not include any long distance
revenues generated as aresolt of the use of navonal DA services. For instance, when using a
DA service such as 1o 1o-gnoo the catler mav opt for free call completon thereby connecting,
the call and mcurmmyg Tong distance revenues, However, this report includes only the cost of

the Bty plus oy celared call complenion charees and not the long distance/toll revenues
O I 8 I

thatmay be gencrared once the call s connected to the desired listing/number.

In rogg, the nanonal DA market generated $S1.18 billion in revenues. The development and
deplovment of sigle number NDA has provided the carriers with new growth avenues.
Paracalarly in the case of the RBOCs, the provision of 411 NDA has enabled them to cut
mto IXCs” fong distance divectory services revenues. For the IXCs, single number NDA s
helping the Tong distance carriers pencrrate local DA market. Also, from a toll perspecuve,
the markeung of NDA s helping the INCs expand their long distance revenues (although

those revenues are notmcluded m s stondy).

H

The expanded search capabilities of the NDA products, continued changes in arca codes, and

patterns of the NDA services are the feading reasons behind the growth of

o
g

the sumple dia
these services. Furthermore, the strong marketng of the NDA products is also helping to
Porease ity awareness among end users which i leading to greater service usage for both
focal and navens DA needss Toas estmated that the NDA markee will grow av an average

rate of 503 pervent throvghout the forecast period reaching S1.6y bilhion in 2006,



Froure 16
Wireline Navonal Directory Assistance Services Market: Revenue Forecases (ULS.),

[19Y9H-2006

Revenue

Revenuces Growth Rate

1S Bithon) (%)
1990 - ’ .
IV A 1.0 §.2
TuN [ 6oy
1999 11N [
2000 .26 7.1
1001 136 =3
2002 1.44 6.5
1003 [ 5.4
2004 1.59 4.2
1005 1.64 3.3
2006 1.69 1.9

c 2

Compound Annual Growth Rate {(1999-20061: 5.3%

Note: All figures are rounded: the base year is 1999. Source: Frost & Sullivan

DeMmanp ANALYSTS

Figurc 17 presents the volume forecases for retail NDA services. As is the case with local DA,

the NDA volumes do nor include any wircless or payphone DA calls.

At the rerail level, part of the volume for single number NDA is expected to originate from
users of 1+NPA-555-1212 service. However, the carriers also expect new usage to surface
primarily duc to the exrensive advertsing campaigns. For the RBOCs, the provision of 411
NDA has enabled them to generare additional direcrory services revenues. The lower RBOCs
prices for NDA coupled with the greater awareness of their brands/dialing patterns is helping
them attract Jong distance DA users away from the interexchange carrier provided 1+NPA-

s55-1212 long distance DA services.
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Froure 17

Wireline National Directory Assistance Services Market: Call Volume Forecasts (U.S.),

1996-20006

Call Volume Growth Rate
Ycar (Billion) (%)
1y96H 0.94 -
199~ 0.98 4.6
1998 1.04 53
19949 1.10 6.1
2000 1.17 6.4
2001 I.25 6.6
1002 I.32 5-5
2003 1.38 4.7
1004 1.43 3.8
2005 1.47 3.1
L0006 I.§51 2.4

Compound Annual Growth Rate {1999-2006): 4.6%

Note: All figures are rounded; the base year is 1999. Source: Frost & Sullivan

From the IXC perspective, the provision of single number NDA will enable them to attract
some of the local DA volume. The projection of these services (such as 10-10-9000 or “00”
INFO) as a single source for all information needs is expected to encourage end users to use
these services for both national and local listings. Also, the improvements in accuracy rate
for these services in future will also lead to their repeat usage by the end users. In addition,
the absence of alternative DA sources such as the print directories in the NDA arena will also
contribute toward a positive usage growth rate. Although, Internet DA presents an alterna-
tive to NDA, its relatively low penetration rate among residential customers is unlikely to
have a significant impact on NDA usage, at least in the short run. Morcover, the extremely

low accuracy rate of Internet DA will further lead end users toward telephone DA.

It 1s estimated that the NDA volume will increase from 1.1 billion calls in 1999 to 1.51billion

calls in 2006. The compound annual growth rate is estimated to be 4.6 percent over the fore-

cast period.

-t
-
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STRATEGIC ANALYSIS AND
ForecasTs or 1tHe U.S. ENHANCED

DIRECTORY ASSISTANCE SERVICES MARKET

Marker Overview and Definttions

EDA is an evolution of traditional LDA and NDA in which imformanion, in addition to a
vngle histing, such as muliple hsongs from a single call or concierge services, can be
purchased from an operator. Only whoiesale revenue and volume from services conforming,

to this definition are accounrted for n chis analysis.

Markert Forecasts
REVENUE TREND ANALYSIS
Figure 14 presents the U.S. wholesale EDA revenue forecast for 1997-2006.

FIGURE 134

Wholesale Enhanced Directory Assistance (EDA) Services Marker: Revenue Forecasts (U.S.),

1997-2006
Revenue
Revenues Growth Rate
Year (S Million) (%
1997 1c.2 .-
1998 10.7 4.7
1999 11.7 9.6
2000 12.7 8.3
20071 13.8 3.5
1002 14.9 77
2003 16.2 9.2
1C04 17.5 ==
1005 8.7 .
2006 20.0 6.6

Compound Annual Growrh Rate (1999-2006): 7.9%

Note: All figures are rownded; the base year s 199y, Source: Frost o Sullivan

oo o~ . .
HE046-63 D r1co0 Frost & Sullivan Wi trost.eom In



The U.S. wholesale marker for EDA was approxumately S12 million in 1999, a gain of 5.6
percent over 1998 revenues.  Silar to the NDA segment, the revenues from EDA are
expected to mmcrease over the course of the forecast period, but at a slightly faster rate than
NDA. In zooo, wholesale EDA revenues should be $12.7 million, growing 8.3 percent over
the 1999 revenue figure. In 200z, revenues should reach $14.9 million, on a gamn of 7.7
percent from 2co1 revenues of $15.8 nullion. In zoo6, revenues are expected ro reach $20
million, up 0.6 percent from 2005, The CAGR tor revenues from the wholesale EDA marker

from 1999 10 200615 projected 1o be 7.9 pervent.

Desmann TreENnD ANALYSIS
Figure 15 presencs the U.S) wholesale FDA volune forecast for 1997 to 2000.
Fircure 135

Wholesale Enhanced Directory Assistance (EDA} Services Marker: Volume Forecasts (US),

1997-2006

Volume

Calls Growth Rate

Yecar (Million) (%)
1997 10.9
1998 23.3 115
1999 26.1 12.0
2000 28.9 10.7
2001 32.1 It
2002 35-4 10.3
2003 39.6 .9
2004 3.7 10.4
2005 48.0 9.9
1006 S2.§ 9-4

- 0

Compound Annual Growth Rate {1999-2006): 10.5%

Note: Al freures are rounded: the base year 1s 199y, Source: Frost & Sullivan

The wholesale volume for EDA is expected to experience significant growth through 2006.
Wholesale EDA volume should be 26.1 million in 1999, an increase of 12.0 percent from the
estimarted 23.3 million calls in 1998, In 2000, this volume is expected to grow to 28.9
million calls. In 2002, wholesale EDA calls should reach 35.4 million, up 10.3 percent from
the 3200 midhion cails in 2001, In 2006, the market is projected o reach a volunic of yooy
mitlion cails, up 9.4 percent from 2005 levels. The CAGR on wholesale EDA volume for

1999 to 2006 1s forecast to be 10.5 percent.
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